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5. ““A” proposes to purchase two downtown
lots, Parcels 1 and 2, from “B’’ for $40 mil-
lion. Parcel 1, located in the southwest sec-
tion, contains no structures or improve-
ments. A hotel is located in the northeast
section on Parcel 2, and it has generated $9
million in revenues during the past three
years. The purchase of Parcel 1 is exempt if
it qualifies as unproductive real property,
i.e., it has not generated annual revenues in
excess of $5 million in the three fiscal years
prior to the acquisition. Parcel 2 is not un-
productive real property, but its acquisition
is exempt under §802.2(e) as the acquisition
of a hotel.

6. ““A” plans to purchase from “B,” a man-
ufacturer, a newly-constructed building that
“B’” had intended to equip for use in its man-
ufacturing operations. ‘B’ was unable to se-
cure financing to purchase the necessary
equipment and “A’, also a manufacturer,
will be required to invest approximately $50
million in order to equip the building for use
in its production operations. This building is
not a new facility under §802.2 (a), because it
was not constructed or held by *““B’ for sale
or resale. However, the acquisition of the
building qualifies for exemption as unpro-
ductive real property pursuant to §802.2(c)(1).
The building is not yet a manufacturing fa-
cility since it does not contain equipment
and requires significant capital investment
before it can be used as a manufacturing fa-
cility.

7. ““A’ proposes to purchase from “B,” for
$20 million, a 100 acre parcel of land that in-
cludes a currently operating factory occupy-
ing 10 acres. The other 90 adjoining acres are
vacant and unimproved and are used by “B”’
for storage of supplies and equipment. The
factory and the unimproved acreage have
fair market values of $12 million and $8 mil-
lion, respectively. The transaction is not ex-
empt under §802.2(c) because the vacant
property is adjacent to property occupied by
the operating factory. Moreover, if the 90
acres were not adjacent to the 10 acres occu-
pied by the factory, the transaction would
not be exempt because the 90 acres are being
used in conjunction with the factory being
acquired and thus is not unproductive prop-
erty.

8. ““X’ proposes to buy a five-story build-
ing from ““Y.”” The ground floor of this build-
ing houses a department store, and ““X’’ cur-
rently leases the third floor to operate a
medical laboratory. The remaining three
floors are used for offices. ‘X’ is not acquir-
ing the business of the department store. Be-
cause the ground floor is rental retail space,
the acquisition of which is exempt under
§802.2(h), this part of the building is excluded
from the determination of whether the build-
ing is used primarily for office purposes. The
laboratory is therefore the only non-office
use, and, since it makes up 25 percent of the
remainder of the building, the building is
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used 75 percent for offices. Thus the building
qualifies as an office building and its acquisi-
tion is therefore exempt under §802.2(d).

9. “A” intends to acquire three shopping
centers from ‘B’ for a total of $80 million.
The anchor stores in two of the shopping
centers are department stores, the busi-
nesses of which “A” is buying from “B’ as
part of the overall transaction. The acquisi-
tion of the shopping centers is an acquisition
of retail rental space that is exempt under
§802.2(h). However, ““A’s’’ acquisition of the
department store business, including the
portion of the shopping centers that the two
department stores being purchased occupy,
are separately subject to the notification re-
quirements. If the value of these assets ex-
ceeds $15 million, “A’” must comply with the
requirements of the act for this part of the
transaction.

10. ““A”” wishes to purchase from ‘B’ a par-
cel of land for $30 million. The parcel con-
tains a race track and a golf course. The golf
course qualifies as recreational land pursu-
ant to §802.2(f), but the race track is not in-
cluded in the exemption. Therefore, if the
value of the race track is more than $15 mil-
lion, “A” will have to file notification for
the purchase of the race track.

11. ““A” intends to purchase a poultry farm
from “B.” The acquisition of the poultry
farm is a transfer of agricultural property
that is exempt pursuant to §802.2(g). If, how-
ever, ‘“B”” has a poultry slaughtering and
processing facility on his farm that is in-
cluded in the acquisition, ““A’s’” acquisition
of the farm is not exempt as an acquisition
of agricultural property because agricultural
property does not include property or assets
adjacent to or used in conjunction with a
processing facility that is included in an ac-
quisition.

12. “A” proposes to purchase the prescrip-
tion drug wholesale distribution business of
“B” for $50 million. The business includes six
regional warehouses used for “‘B’s’’ national
wholesale drug distribution business. Since
“A” is acquiring the warehouses in connec-
tion with the acquisition of “B’s’ prescrip-
tion drug wholesale distribution business,
the acquisition of the warehouses is not ex-
empt.

[61 FR 13686, Mar. 28, 1996]

§802.3 Acquisitions of carbon-based
mineral reserves.

(a) An acquisition of reserves of oil,
natural gas, shale or tar sands, or
rights to reserves of oil, natural gas,
shale or tar sands together with associ-
ated exploration or production assets
shall be exempt from the requirements
of the act if the value of the reserves,
the rights and the associated explo-
ration or production assets to be held
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as a result of the acquisition does not
exceed $500 million. In an acquisition
that includes reserves of oil, natural
gas, shale or tar sands, or rights to re-
serves of oil, natural gas, shale or tar
sands and associated exploration or
production assets, the transfer of any
other assets shall be subject to the re-
quirements of the act and these rules
as if they were being acquired in a sep-
arate acquisition.

(b) An acquisition of reserves of coal,
or rights to reserves of coal and associ-
ated exploration or production assets,
shall be exempt from the requirements
of the act if the value of the reserves,
the rights and the associated explo-
ration or production assets to be held
as a result of the acquisition does not
exceed $200 million. In an acquisition
that includes reserves of coal, rights to
reserves of coal and associated explo-
ration or production assets, the trans-
fer of any other assets shall be subject
to the requirements of the act and
these rules as if they were being ac-
quired in a separate acquisition.

(c) Associated exploration or produc-
tion assets means equipment, machin-
ery, fixtures and other assets that are
integral and exclusive to current or fu-
ture exploration or production activi-
ties associated with the carbon-based
mineral reserves that are being ac-
quired. Associated exploration or pro-
duction assets do not include the fol-
lowing:

(1) Any pipeline and pipeline system
or processing facility which transports
or processes oil and gas after it passes
through the meters of a producing field
located within reserves that are being
acquired; and

(2) Any pipeline or pipeline system
that receives gas directly from gas
wells for transportation to a natural
gas processing facility or other des-
tination.

Examples: 1. ““A’’ proposes to purchase from
“B’ for $550 million gas reserves that are not
yet in production and have not generated
any income. “A’” will also acquire from ““‘B”’
for $280 million producing oil reserves and
associated assets such as wells, compressors,
pumps and other equipment. The acquisition
of the gas reserves is exempt as a transfer of
unproductive property under §802.2(c). The
acquisition of the oil reserves and associated
assets is exempt pursuant to §802.3(a), since
the value of the reserves and associated as-

§802.4

sets does not exceed the $500 million limita-
tion.

2. ““A,”” an oil company, proposes to acquire
for $180 million oil reserves currently in pro-
duction along with field pipelines and treat-
ing and metering facilities which serve such
reserves exclusively. The acquisition of the
reserves and the associated assets are ex-
empt. “A’” will also acquire from ‘B’ for $16
million a natural gas processing plant and
its associated gathering pipeline system.
This acquisition is not exempt since §802.3(c)
excludes these assets from the exemption in
§802.3 for transfers of associated exploration
or production assets.

3. “A,”” an oil company, proposes to acquire
a coal mine currently in operation and asso-
ciated production assets for $90 million from
“B,” an oil company. “A’” will also purchase
from ‘B’ producing oil reserves valued at
$100 million and an oil refinery valued at $13
million. The acquisition of the coal mine and
the oil reserves is exempt pursuant to §802.3.
Although §802.3(c) excludes the refinery from
the exemption in §802.3 for transfers of asso-
ciated exploration and production assets,
“A’s” acquisition of the refinery is not sub-
ject to the notification requirements of the
act because its value does not exceed $15 mil-
lion.

4. X’ proposes to acquire from *““Z” coal
reserves which, together with associated ex-
ploration assets, are valued at $230 million.
Since the value of the reserves and the assets
exceeds the $200 million limitation in
§802.3(b), this transaction is not exempt
under §802.3. However, if the coal reserves
qualify as unproductive property under the
requirements of §802.2(c), their acquisition,
along with the acquisition of their associ-
ated assets, would be exempt.

[61 FR 13688, Mar. 28, 1996]

§802.4 Acquisitions of voting securi-
ties of issuers holding certain assets
the direct acquisition of which is
exempt.

(a) An acquisition of voting securi-
ties of an issuer whose assets together
with those of all entities it controls
consist or will consist of assets whose
purchase would be exempt from the re-
quirements of the act pursuant to sec-
tion 7A(c)(2) of the act, §802.2, §802.3 or
§802.5 of these rules is exempt from the
reporting requirements if the acquired
issuer and all entities it controls do
not hold other non-exempt assets with
an aggregate fair market value of more
than $15 million.

(b) As used in paragraph (a) of this
section, issuer means a single issuer, or
two or more issuers controlled by the
same acquired person.
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